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Washington Report
October 6, 1980, Volume IX, Issue 32
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COMMUNITY SERVICES ADMINISTRATION
Provisions of OMB Circular 74-4, Cost Principles Applicable to Grants and
Contracts with State and Local Governments, OMB Circular A-122, Cost
Principles for Nonprofit Organizations and Circular A-21, Cost Principles
for Educational Institutions will be implemented by the Administration
(see the 10/1/80 Fed. Reg., pp. 64940-49).
In addition, cost principles
applicable to nonprofit organizations will be reprinted in this final
rule. The principles are designed to provide that the Federal Govern
ment bear its fair share of costs except where restricted or prohibited
by law. The costs principles also replace a number of existing regulations
issued by CSA. The effective date of the rule is 10/31/80. For additional
information contact Maryann Fair at 202/254-5047.
FEDERAL DEPOSIT INSURANCE CORPORATION
The adoption of 10 separate changes to the Corporation's regulations have been
approved by the Board of Directors according to the recently published
Semi-annual Agenda of Regulations. The report reflects the approval of
actions to update and simplify the Corporation's regulations, to eliminate
unneeded provisions and to implement the requirements of the Depository
Institutions Deregulation and Monetary Control Act of 1980. The agenda is
intended to notify the public and the banking industry of regulatory actions
adopted or under consideration by the FDIC.
It provides information on regu
lations approved during the preceding six months, those that have been pro
posed but not yet adopted, regulations under development and existing regu
lations that are under review. The agenda also indicated those regulations
listed in the preceding agenda on which final action has since been taken
or is pending. Chairman Irvine H. Sprague said the agenda, the fourth
issued by the Corporation, is proving to be a useful means of giving the
public and the industry a complete picture of the FDIC's regulatory actions.
A copy of the agenda may be obtained by contacting the FDIC at 202/389-4221.
FEDERAL ELECTION COMMISSION
A new study, Report on Financial Activity, released 10/1/80, by the FEC provides
information on 2,184 Senate and House candidates who have raised $125.8
million and have spent $103 million on their 1979-80 election campaigns. The
FEC report includes a chart Showing: Contributions from non-party political
committees (PACs) totalled $20.8 million; and independent expenditures by PACs
totalled $.04 million for candidates and $.8 million against them. The FEC
chart also contains the following information: Senate candidates raised $56.5
million and spent $47.2 million; House candidates raised $69.3 million and
spent $55.8; Democrats raised $69.7 million and spent $55.4 million; Republicans
raised $56.0 million and spent $47.5. These figures do not include PAC activity
on behalf of 1980 Presidential candidates. A complete volume of statistical
information on each national campaign will be available 10/10/80, from the FEC
for $5 a copy. For additional information contact the FEC at 202/523-4065.
HEALTH AND HUMAN SERVICES, DEPARTMENT OF
"Contract audit as a pricing aid" is one of three final rules amending the procure
ment regulations to add requirements intended to more effectively price contracts
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within the Department (see the 10/1/80 Fed. Reg., PP- 64911-12). The other
sections amended are "Requirements for cost or price analysis" and "Cost or
pricing data." The amendment will be effective 12/1/80. For additional infor
mation contact Frederick Brennan at 202/245-0481.
"Rising Hospital Costs Can Be Restrained by Regulating Payments and Improving
Management" is the title of a 9/19/80 GAO Report to the Congress. The GAO
report criticizes cost-based retrospective payment for hospital services and
recommends that the "Congress should amend the Social Security Act to allow
the Health Care Financing Administration to broaden Medicare participation
in hospital rate regulation programs which contain stronger incentives for
improved hospital management." The report noted that the Department of
Health and Human Services (HHS) "did not fully endorse" G A O ’s recommendation
to expand its participation in prospective rate-setting. HHS stated that it
was waiting for the results of a study of nine prospective rate-setting pro
grams which would not be available until late 1982. GAO stated that the
Department should not wait. Copies of the GAO report, HRD-80-72, are avail
able in summary form by contacting the distribution room at 202/275-6241.
INTERSTATE COMMERCE COMMISSION
The "Harley O. Staggers Rail A ct," H.R. 7235, has cleared both Houses of Congress
and will be sent to the President for his expected final approval. The bill
was originally introduced by Rep. James Florio (D-NJ) on 5/1/80. The bill
moved through the legislative process with unusual speed until the House of
Representatives approved a floor amendment by Rep. Bob Eckhardt (D-TX) on
7/24/80, restricting the ability of railroads to raise rates in areas of
lessened competition. The bill was withdrawn by Rep. Florio until a compro
mise was reached. Differences between H.R. 7235 and the Senate companion
bill, S. 1946, were worked out by House-Senate conferees. The House approved
the new bill, now called S. 1946, on 9/30/80. Similar action by the Senate
occurred on 10/1/80. The final version contains provisions for a railroad
cost accounting standards board and a uniform accounting system for railroads.
OFFICE OF MANAGEMENT AND BUDGET
In another move to "simplify" the auditing of Federal assistance programs, the
CMB has taken steps to insure that State officials will have to deal with
only one agency in the audit process. One Federal agency will act for all
others to ensure that one proper audit is made of State agencies carrying
out the programs. Previous actions include issuance of a "single audit"
policy, a standard audit guide, and a summary of major grant conditions.
According to OMB Director James T. McIntyre, "All these steps are intended
to carry out the President's committment to streamline Federal aid and
strengthen accountability for grant funds." For additional information con
tact James Doyle at 202/395-3993.
TREASURY, DEPARTMENT OF
"The Congress can help by acting to establish withholding on interest, dividends,
and independent contractors; and to increase the penalties for failure to
file information returns." This statement summarized the GAO view of Congress
role in improving the IRS Document Matching Program in testimony before the
House Subcommittee on Commerce, Consumer and Monetary Affairs on 10/1/80.
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The hearing was conducted by Subcommittee Chairman Rep. Benjamin S. Rosenthal
(D-NY) to "examine the status and effectiveness of the IRS' incane information
document matching program." Rep. Rosenthal was critical of the IRS, reminding
them that in 1976 his Subcommittee had estimated that the Treasury was losing
$500 million annually because IRS had failed to fully implement a "matching
system." Noting sone progress since that time, Rep. Rosenthal estimated
current lost revenue at $100 million per year by failing to use millions of
income information documents.
IRS Commissioner Jerome Kurtz testified that
document matching is a part of their Information Return Program and that the
percentage of returns processed for the 1980, representing documents actually
matched, is expected to be 84%. He further explained that current computer
facilities are being replaced and the new system will have the capability
for 100% matching even if there is an annual growth in workload of 8%. No
further hearings have been scheduled at this time.
Investment Credit for Energy Property is the subject of an IRS public hearing on
proposed regulations (see the 10/3/80 Fed. Reg., p. 65625). The subjects
of this public hearing, to be conducted in Washington, D.C. on 12/4/80, at
10 a.m., are proposed regulations relating to business investment credit for
energy property. Publication of the proposed regulations first appeared in
9/19/80 F ed. Reg., p. 62496. Outlines of oral comments to be presented at
this hearing must be delivered or mailed by 11/20/80. For additional informa
tion contact Charles Hayden at 202/566-3935.
Temporary excise tax regulations relating to base prices of tier 2 and tier 3 oil
for the windfall profit tax imposed by title I of the Crude Oil Windfall Pro
fit Tax Act of 1980 have been issued by the IRS (see the 9/30/80 F e d . Reg.,
pp. 64574-78). The base prices are generally determined under a formula
calculated by reference to the actual removal price of oil rather that posted
prices, which are used only for oil removed before 10/1/80. The prices are
those for oil removed during the base period, 12/79. The regulations also
establish minimum base prices calculated by multiplying a property's 5/79
upper tier ceiling price by 1.1 for tier 2 oil, or 1.2 for tier 3 oil. Addi
tionally, the regulations amend the rules relating to withholding of the wind
fall profit tax in the absence of current data on an effective operator's
certificate (see the 9/30/80 Fed. Reg., pp. 64603-04). Comments are requested
by 12/1/80. For additional information contact Eileen Murphy at 202/566-3297.
The "Installment Sales Revision Act of 1980," H.R. 6883, is on its way to the
White House for Presidential approval. The bill, which w o
u ld amend Section
453(b) of the IRC to "simplify and revise the tax rules for reporting the
gain under the installment method for sales of real property and casual sales
of personal property," passed the House of Representatives on 6/17/80, passed
the Senate with minor amendments on 10/2/80, and went back to the House for
final passage, 10/2/80. The AICPA's Federal Tax Division testified on 9/10/80
that H.R. 6883 was another significant step in the ongoing process to simplify
the Nation's tax laws. Presidential approval of this legislation is expected
within 10 days.
Proposed rules for the filing of an actuarial report by plan administrators of
certain defined benefit pension plans will be the subject of a 11/12/80 hearing
scheduled by the IRS. The 7/8/80 proposals describe the information that must
be included in the plan's actuarial report and provide that a failure to pro
vide a material item of information called for in the actuarial report is
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considered a failure to file the report. Outlines of oral comments for per
sons interested in testifying at the hearing should be submitted by 10/29/80,
to the Commissioner of Internal Revenue, Attn: CC:LR:T(EE-27-78), Washington,
D.C. 20224. The hearing is planned for 10 a.m. in the 7th Floor IRS auditorium
at the Internal Revenue Building, 1111 Constitution Ave., N.W., Washington, D.C.
SPECIAL:

H.R. 5295 IS APPROVED BY THE CONGRESS; AWAITS PRESIDENTIAL APPROVAL

H.R. 5295, a bill to restore social security benefits and protect future benefits
for retired, previously self-employed CPAs, was approved by the House and
Senate on 10/1/80 and 10/2/80, respectively. This bill was originally introduced by Rep. J. J. Pickle (D-TX) on 9/14/79, to provide an equitable resolution
to the inadvertent reduction or elimination of social security benefits occa
sioned by the 1977 amendments to the Social Security Act. The House passed
the bill, 383 to 0, on 12/19/79. The Senate amended the bill and passed it on
9/30/80. The House disagreed with some of the Senate's amendments and passed
a slightly different version on 10/1/80. The Senate then decided to accept
the House version and voted to pass the bill on 10/2/80. This bill provides
that self-employment income will not be counted for retirement test purposes
unless it is based on services performed by the beneficiary after entitlement
to social security benefits begin, and will be retroactive to 1/1/78. Subject
to that restriction, this bill will exclude repayment of partners' capital and
work-in-progress payments. This retroactive feature alone will restore lost
benefits totaling tens of millions of dollars. Barring unforeseen complications,
the President is expected to sign the bill into law within ten days.
SPECIAL:

SENATE APPROVES OMNIBUS SECURITIES BILL

On 9/25/80, the Senate approved a package of securities bills that, according to
Sen. Gaylord Nelson (D-Wisc), "will become the most important securities
legislation of the past 40 years for small business." The final bill passed,
H.R. 7554 is based upon a composite, bill entitled the "Small Business Securi
ties Acts Amendments of 1980," (S. 2990), introduced on 7/29/80 by Sen. Paul
Sarbanes (D-MD), Chairman of the Securities Subcommittee. The composite
Senate bill includes the major elements of three bills which were developed
in the course of the Senate Small Business Committee's three year investiga
tion of small business capital formation problems, S. 1940, S. 2699, and
S. 2764. Briefly, this extensive seven title bill amends the Federal securi
ties laws to facilitate the activities of capital for new, small, medium-sized
and independent business and maintain the system of investor protection.
Additionally, this legislation replaces two SEC authorization bills introduced
earlier this year, S. 2465 and H.R. 6830. H.R. 7554 contains the authoriza
tions for the SEC for fiscal years 1981 through 1983. The funds for the SEC
will allow for an increase in the SEC staff from 2100 to 2500 employees by
FY 1983 and will provide limited funds for the market oversight surveillance
system ("MOSS").
SPECIAL:

WHARTON SCHOOL PLANS SEMINARS FOR "NONFINANCIAL EXECUTIVES."

The "role of finance and accounting" in the success of an enterprise will be the
subject of three-day seminars during October and November, to be conducted
by the Wharton School faculty of the University of Pennsylvania. The seminars,
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according to a Wharton spokesman, are aimed at developing a systematic and
comprehensive approach to financial analysis, capital budgeting and financial
leverage. The major seminar topics will include financial statement analysis,
evaluation of financial data, and investment and budgeting decisions. The
schedule for "Fundamentals of Finance and Accounting for the Nonfinancial
Executive" is as follows: 10/27-29, Stamford; 11/12-14, Phoenix and San
Francisco; 11/19-21, Chicago, Washington, DC, San Diego and New York City;
11/24-26, Dallas. The registration fee is $695. For additional information
call 212/953-9022.

For additional information, please contact:
Gina Rosasoo, Nick Nichols or Kathee Baker
at 202/872-8190.
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